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SUBJECT: EC BUDGET COUNCIL, SEPTEMBER 22 

1. BEGIN SUMMARY: THE EC COUNCIL HELD ITS FIRST SESSION 
DEVOTED TO THE EC BUDGET FOR 1976 IN BRUSSELS ON SEPTEMBER 22. 

THE MEETING WAS HIGHLIGHTED BY GERMAN DEMANDS FOR A SIG- 
NIFICANT REDUCTION IN THE COMMISSION'S BUDGETARY REQUESTS 
FOR THE COMING YEAR. THE MEMBER STATES MADE CUTS OF 591 
MILLION UNITS OF ACCOUNT AND ARE TO MEET AGAIN ON SEPTEMBER 29 
TO DISCUSS FURTHER REDUCTIONS. THE COUNCIL ALSO HAS WORKED 
OUT A COMPROMISE WITH THE EUROPEAN PARLIAMENT 
REGARDING ITS AUTHORITY TO CHANGE SELECTED BUDGET ITEMS. 

END SUMMARY. 

2. BUDGET REDUCTIONS: GERMAN PARSIMONY DOMINATED THE COUNCIL'S 
MINISTERIAL-LEVEL DISCUSSION OF THE COMMISSION PROPOSALS FOR 

A 1976 BUDGET WHICH TOTALING 7.9 BILLION UNITS OF ACCOUNT. 

THE GERMANS ASKED FOR A REDUCTION OF 900 MILLION UNITS OF 
ACCOUNT (M.U.A.). AFTER A MEETING LASTING UNTIL THE 
EARLY MORNING HOURS ON SEPTEMBER 23, THE MEMBER STATES 
AGREED TO REDUCTIONS OF 591 M.U.A. CUTTING OUT MOST OF 
THE COMMISSION'S PROPOSED NEW ACTIVITIES, ESPECIALLY 
IN THE ENERGY, INDUSTRIAL, AND RESEARCH AREAS. THE 
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1976 UNDER THE REGIONAL FUND WAS REDUCED FROM 450 TO 
300 M.U.A., BUT THE COMMISSION’S AUTHORITY TO COMMIT 
UP TO 500 M.U.A. IN 1976 WAS NOT AFFECTED. THE FRG 
HAD ASKED FOR A CUT OF 143 M.U.A. IN THE SOCIAL FUND, 

BUT BECAUSE OF BRITISH, IRISH AND ITALIAN RESISTANCE 
THIS CUT WAS HELD TO 100 M.U.A. THE COMMISSION'S RE- 
QUEST FOR 419 M.U.A. FOR DEVELOPMENT ASSISTANCE WAS 
REDUCED BY 210 M.U.A., INCLUDING NEAR ELIMINATION OF 
FINANCIAL ASSISTANCE TO NON-ASSOCIATED STATES (A NEW 
ITEM) AND AN 88 M.U.A. CUT IN FOOD AID. THE COMMISSION 
HAD INCLUDED FUNDS IN ITS PROPOSED BUDGET FOR AID PRO- 
GRAMS WHICH HAD NOT YET BEEN APPROVED BY THE COUNCIL; 
SOME PERM REP SOURCES EXPECT THESE CUTS TO BE RESTORED 
ONCE THE COUNCIL DECIDES ON THE EC’S AID PROGRAMS. 

3. EAGGF: THE FRG ORIGINALLY PROPOSED A CUT OF 265 
M.U.A. IN THE GUARANTEE SECTION OF THE EUROPEAN AGRI 
CULTURAL GRANT AND GUARANTEES FUND (EAGGF). THE COM 
MISSION HAD ESTIMATED TOTAL EXPENDITURES OF 5.2 BILLION 
U.A. FOR 1976 GUARANTEES, A 22 PERCENT INCREASE OVER 
1975. THE COMMISSION AND MOST MEMBER STATES DID NOT 
OBJECT TO THE PROPOSED CUT BECAUSE OF THE POSSIBILITY 

OF SUBJSEQUENTLY INTRODUCING A SUPPLEMENTARY BUDGET TO 
COVER ANY SHORTFALL. THE FRG, HOWEVER, WAS NOT SATIS- 
FIED AND WANTED TO REDUCE THESE EXPENDITURES BY AN 
ADDITIONAL 135 M.U.A. FOR A TOTAL OF 400 M.U.A. THE 
COUNCIL WRANGLED OVER THIS ISSUE MOST OF THE NIGHT AND 
FINALLY DECIDED TO DISCUSS THE ISSUE FURTHER ON SEP- 
TEMBER 29. 

4. UNIT OF ACCOUNT: THE DUTCH AND THE FRG PROPOSED 

THE ADOPTION OF A UNIT OF ACCOUNT FOR THE BUDGET WHICH 
WOULD BE DEVALUED IN TERMS OF GOLD TO REFLECT CURRENT 
EXCHANGE RATES (SEE REFTEL). MOST MEMBER STATE DELE- 
GATES EMPHASIZED THE COMPLEXITY INVOLVED; THE COM- 
MISSION IS TO SUBMIT A REPORT TO THE NOVEMBER 17 
FINANCE COUNCIL ON THIS ISSUE, BUT NO ACTION IS EX- 
PECTED IN TIME TO EFFECT THE 1976 BUDGET. 

5. PARLIAMENTARY DISPUTE: A DELEGATION FROM THE 
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EUROPEAN PARLIAMENT (EP) DISCUSSED WITH COUNDIL REPRE- 
SENTATIVES THEIR DESIRE TO CLASSIFY THE REGIONAL FUND 
EXPENDITURES AS "NON-OBLIGATORY". THIS ACTION WOULD 
GIVE THE PARLIAMENT A LARGER ROLE IN DETERMINING RE- 
GIONAL FUND EXPENDITURE LEVELS. THE COUNCIL DID NOT 
FORMALLY AGREE TO THE PARLIAMENT'S REQUEST, BUT WORKED 
OUT A COMPROMISE WHICH WOULD REAFFIRM THE PARLIAMENT'S 
AUTHORITY TO VARY NON-OBLIGATORY EXPENDITURES. 
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6. COMMENT: THE COUNCIL ACTIONS IN DEALING WITH THE 
COMMISSION'S PROPOSED BUDGET CLEARLY REFLECT A GROWING 
DESIRE TO HOLD DOWN EC EXPENDITURES. EVEN IF NO 
FURTHER CUTS ARE MADE, THE MEMBER STATES HAVE ALREADY 
AGREED TO REDUCTIONS (ABOUT 7 PERCENT OF THE COMMISSION'S 
REQUEST) LARGER THAN IN PREVIOUS YEARS. THE COUNCIL 
HAS ALSO PLACED ITSELF FIRMLY ON RECORD AS OPPOSING 
THE USE OF THE EC BUDGET AS A DEVICE WHEREBY THE 
COMMISSION MAY SEEK APPROVAL FOR EXPANSION OF ITS 
PROGRAMS IN ADVANCE OF THEIR SUBSTANTIVE AUTHORIZATION 
BY THE COUNCIL ON A CASE-BY-CASE BASIS. AS MIGHT BE 
EXPECTED, THE COMMISSION HAS NOT REACTED WELL TO THE 
COUNCIL'S ACTIONS AND HAS COMPLAINED THAT THE CUTS 
ALREADY IMPOSED WILL STIFLE EFFORTS IN THE CRUCIAL 
AREAS OF SOCIAL WELFARE, ENERGY, AND RESEARCH AND 
DEVELOPENT. COMMISSION OFFICIALS, HOWEVER, HOLD OUT 
THE HOPE THAT WHEN THE COUNCIL APPROVES FURTHER PROGRAM 
MEASURES IN THESE AREAS IT WILL ALSO APPROVE SUPPLE- 
MENTARY BUDGETS TO PROPERLY FUND THESE EFFORTS. GREENWALD 
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